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U.S. Department of IIomclond Sccuriiy 
Washington, DC 20528 

MEMORANDUM FOR: E.C. Smith 
Director 
Texas Transitional: Recovery Office 
Austin, Texas 

FROM: Christopher Dodd 
~ u l f  coast Audit Manager 

SUBJECT : Review of Hurricane Katrina Activities 
Dallas Housing Authority, Dallas, TX 
FEMA Disaster Number EM-3216-TX 
Report Number GC-TX-06-43 

We performed a review of interim housing costs associ.ated with Hurricane Katrina activities for th.e 
Dallas Housing Authority @HA), Dal.las, Texas. Thc objective of the review was to d c t h n e  
wh.ether the D I N  was propmly accountin,g for di.saster related. costs and whether such costs wcrc 
eligible for ,fundi,n,g under FEMA's disastcr assistance program. 

The DHA received an award totaling $29 million from the Texas Division of Emergency 
Management, a FBMA grantee, for interim h.ousing costs necessitated by Hunicane Katrina. T11.e 
award provided 1,00 percent FEMA funding, under two project types - project rnanagernmt and 
interim housing (see attached Exhibit). During March 2006, approximately 10,800 evacuecs were 
living i n  4,700 apartment units, all, funded under this grant award. 

As of .March 3 1,2006, the cut-off date of our review, the DHA had received $20.6 million and 
expmded $19.2 million of FEMA funds. 

Our revicw consisted of an analysis of the DHA's accounting and administrative controls over the 
grant funds as well as interviews with DHA officiaIs. The nature and brevity of this assignment 
precluded d ~ e  use of our normal audit protocols. Therefore, this revicw was not conducted in 
accordance wit11 generally acccptcd government auditiw standards, Had wc followed such 
standards, other matters may have come to our attention, 

This review was cond.ucted in conjunction with the President's Council. on Integrity and Efficiency 
(PCE) as part o f  its examination of  relief efforts provided by ths federal government in th,e 
afiermatl~ of Hurricanes Katrina and Rita. As such, a copy o:F the report has been forwarded to the 
PCE  Homeland Security Working Group, which is coordinating Inspecton General review of this 
important subject, 
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RESULTS OF RE,VIEW 

The DHA had an effective systcm to account for and ensure the appropriate use ofdi.saster grant 
funds. However, the DHA should remit interest earned on advanced FEMA funds and take 
appropriate action to red~zce th.e FEMA award by the ama~tnt of program income generated thou.& 
firnibre sales. 

1, X11 November and December of 2005, the DHA placcd $20.6 million of FEMA funds in an 
i n l ~ r e s ~  bearing account that generated $206,000 in interest. During the cnsuing months, the 
DHA spent approximatcly $19.2 million, resulting in a remaining balance of $1.4 million at 
the end of Marc11 2006. Federal regulation gencrally requires subgrantees to return hterest 
earncd to FEMA. According to 44 CFR 13.21(i) Interesl earned on advafices. '"Except for 
interest earned on advanccs of funds exempt under the Intergovernmental Cooperation Act 
and the Indian Self-Determination Act, grantees and subgrantees shall promptly, but at lcast 
quarterly, remit intcrest earned on advances." 

However, DHA officials asscrtcd that it is exempt fiom. remitting interest earned on federa1 
funds under the Intergovemmenta1. Cooperation Act 31 U.S.C. $6501, et seq. because it is a 
statc entity. While the Texas Code autlsorizes housing authorities, if a m~micipality 
establ.ishes a housing authority, the authority is a unit of local governmat. The mwicipali.ty 
decides wh.&.er to create a housing authority and appoints its board members. Accordingly, 
the ICA, which excludes local govemrnmts fiom its coverage by definition, does not provide 
DHA m. exception to th.e general rule that interest earned on advances of federal funds must 
be returned to the Treasury. 

2. DHA offered evacuees an, opportunity to purchase Public Assistance furniture for $49.99 
and, as a result, DHh collected over $37,000 in program income. Federal regulation 
(44 CFR 13.25) requires subgrantees to remit program income to FEMA. We discussed 
DHA's obligation regarding the income with the FEMA Public Assistance Coordinator 
responsible for the DHA grant. The FEMA official agreed th.at DHA should return. all 
program income to FEMA either through a pmject worksheet de-obligation or by paymmt to 
FEMA through the Texas Division of Emergency Management. DEW officials al.so agreed 
that DHA should remit the sales proceeds to FEMA. 

We recommend that the Federal Coordinating Officm, in conjunction with the Texas Division of 
Bmergmcy Majtagem.ent: 

1. Require the DI-IA to remit interest on advanced funds to FEMA. 

2. Require the DHA to remit to FEMA program income generated through the sale of furniture. 
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DISCUSSION WITH MANAGEMENT 

We discussed t l~e  results of our review with DHA off~cials on March 29,2006. We also discussed 
the results of our rcview with FEMA and Texas Division of Emergency Management Officials on 
April 3,2006. DHA officials disagreed with the first finding and recommendation and agreed wit11 
the sccond finding and recommendation. Plcasc inform us by June 27,2006, of the actions taken or 
planned to implement the recomma~dations. Your response should be sent to Gary J. Barard, Gulf 
Coast Audit Coordinator, at: 

U.S. Department of Homeland Security 
Office of Inspector General 
3003 Chamblee-Tucker Road 
Atlanta, GA 30341 

Au.d.itors Lori Smith, DeWaync Bailey and Sharon Snedelcer performed this review. Should you 
have an.y questi0n.s concerning this report, please contact me at (940) 465-4018, 

cc: Under Secretary for Management 
Under Secretary for Federal, Eme,rgency Management 
Office of Geo.eral Counsel, DHS 
Chief Financial Oficer, DHS 
Chief Procurement Officer, DHS 
Aud.it Liaison, DHS 
Audit Liaisons, FEMA 
Chief Fi.nn.cia1 Officer, FEMA 
Senior Procurement Officer, FEMA , 

Deputy Rj.rector, Gulf Coast Recovery 
Texas State Coordinating Officer . 

FEMA Regional. Director, Region VI 
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Dallas Housing Authority DaIIas, Texas 
Disaster Relfef Funding 

EM 321,6-TX 
Funding as of March 31,2006 

* = 34 Project Worksheets, each for $850,296, were written and obligated by FEMA. 

Approved Actlvi.9 

116 

Various * 

Amouut Awarded: 

$28,910,064 

$29,064,064 

Interim, Housing 


